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Executive Summary 



The recommendation 

It is recommended that the occupants of the Cordell Hull Building and the Central Services buildings be relocated to either a newly constructed and owned building or a 
leased premise. A newly constructed and owned building could be either on the current site or a new site to be purchased. The net present value of the savings over a 
twenty year period of occupying a new, owned building on a site to be determined is $36.3 million and the same for occupying a leased premise is $18.9 million. In the 
event the State chooses to demolish the existing buildings and to replace them on the same site, then a more expensive building with a limestone or other similar 
material fagade is appropriate given its location across from the Capitol. The net present value savings over twenty years in this scenario is $22.7 million. The decision 
to build and own versus lease an existing building depends primarily on the availability of capital to fund a new owned building. In the event the state prefers to build and 
own but is not in a position to fund the new building immediately, it is recommended that the state engage a developer to build and lease the new building to the state 
with the option to purchase the building at the state's discretion. In this case, the Net Present Value savings over 20 years is $18.4 million if the building is not 
purchased. 

The facility information/history/background 

The Cordell Hull building has been used by the state for over fifty years. The building is very typical of state office buildings of its era, well-constructed and somewhat 
iconic of mid-fifties architecture. However, the building is now functionally obsolete. The building systems, especially the mechanical, electrical, exterior envelope, and 
foundation are difficult to maintain and expensive to replace. These issues contribute to operating expenses that are estimated to be $8.60/sf by 2013. Further, the 
floor plate design reflects a very different office style than is currently utilized making the building inefficient in terms of density of occupancy. Therefore, this building is 
expensive to continue to occupy. 

The Central Services building is also obsolete and has been plagued with many issues including water infiltration. It is anticipated that operating expenses in 2013 will 
be $7.71/sf. Both the Cordell Hull Building and the Central Services Building will require substantial capital investment in order to effectively continue their use and 
occupancy. 

The justification of the recommendation 

Attached to this is a financial analysis of four scenarios: Status Quo, Move to a Lease, and Move to a New, Owned Building on a new site, and Move to a new, Owned 
building on the existing site. The analysis includes an estimate for each of the costs and proceeds (cash flow) associated with each scenario over a twenty year period. 
The key assumptions which drive the conclusion are: 

1) A replacement building or lease could be accomplished with 67,000 fewer square feet than remaining in these buildings 

2) A replacement building will cost $2.85/sf less to operate than the Cordell Hull. 

3) Replacing these buildings will avoid the expenditure of over $37.5 million of capital investment needed to continue their occupancy, including $ 34.4 million of 
immediate need projects (see attached Capital Request Summaries) 

4) A new, owned building will likely retain much of its value over this twenty year period. 

Disposition of Existing Real Estate 

It is not recommended that the State dispose of the land which contains the Cordell Hull and Central Services buildings. It is across the street from the Capitol building 
and should be retained. If it is determined that the current occupants of these buildings do not need to be across the street from the Capitol and could be in less 
expensive space elsewhere, then these buildings would demolished. Alternative uses for the site might include a larger consolidation of state employees than just to 
house the current occupants of Cordell Hull and Central Services. 




Jones Lang 
LaSalle 1 



3 




Maps, pictures: 

Cordell Hull and Central Services 




Current Occupants by Agencies 



Cordell Hull Building 





Rented 




Agency 


SF 2 




Health 




159,675 


Children's Services Admin. 


71,640 


Attorney General 




46,206 


Mental Health 


35,654 


General Services Bldg. Mgmt. 




5,929 


Legislative 


1,904 


FRF (Vacant) 




1,903 







Central Services Building 





Rented 




Agency 


SF 2 




Health 




33,890 


Attorney General 


18,003 


Gen. Services Gldg. Mgmt. 




3,114 
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Capital Expenditures Required: 

2013 pre-planning projects and Remaining Deferred Maintenance projects 



Cordell Hull Building 


Electrical Upgrades 


$ 1,700,000.00 


Recommend replacement of roof as deteriorated and in poor condition. 


$ 350,000.00 


Recommend review by a engineering\architectural firm specializing in fire life safety for 
project improvement plans. Probable cost is for firm to review and make design change 
recommendations to stairwell. 


$ 170,000.00 


Egress\exit stairway in North tower has two awkward step downs at door openings and an 
area that may not be included in stairwell pressurization plan. This is very difficult to change 
as changes to the stairway would affect riser tread size. However, improved signage; 
warning, lighting and door hardware may improve the situation. Probable cost for door 
hardware, lighting, signage to implement immediately. 


$ 20,000.00 


Perform testing and certification of backflow devices. 


$ 1,000.00 


Relocate FDC to exterior of Gen enclosure with signage $ 10,000. 


$ 10,000.00 


Repair stairwell pressurization and test after hours $5,000. 


$ 50,000.00 


Repair flow switch $250 


$ 1,500.00 


Engage an engineering\design firm to evaluate smoke evacuation system for correct function 


$ 300,000.00 


Recommend Arc flash engineering study and service of electrical distribution system. 
Implement labeling and safety training program to meet arc flash requirements. 


$ 50,000.00 


Probable cost to refurbish loading dock and exec parking lot 


$ 8,000.00 


City of Nashville responsible for sidewalks on perimeter. North Egress path to sidewalk has a 
bad section at the lowest landing. Probable cost for sidewalk repairs 


$ 5,000.00 


Total Deferred Maintenance 


$ 2,665,500.00 






Included in 2013 Pre-Planning Budget: 




Cordell Hull Exterior Door Replacement 


$ 170,000.00 


Cordell Hull Elevator System Modernization 


$ 3,080,000.00 


Cordell Hull Waterproofing Building Foundation 


$ 2,850,000.00 


Cordell Hull HVAC System Upgrades 


$10,000,000.00 


Cordell Hull HVAC System Upgrades 


$ 3,650,000.00 


Cordell Hull Fire Alarm System Replacement 


$ 1,850,000.00 


Total Pre-Planning Costs 


$21,600,000.00 




Total Costs $24,265,500.00 
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Capital Expenditures: 

2013 pre-planning projects and Remaining Deferred Maintenance projects 



Central Services 



Recommend repair of dewatering pump system 


$ 15,000.00 


Servicable, but recommend cleaning 


$ 5,000.00 


Conduct fault current study and electrical safety (arc flash labeling 
and safety training program). 


$ 405,000.00 


Time and material estimate to skim coat landing on 5th Ave where 
the concrete is not level 


$ 5,000.00 


Total Deferred Maintenance 


$ 430,000.00 






Included in 2013 Pre-Planning Budget: 




Central Services Plumbing Upgrade 


$ 6,800,000.00 


Central Services Cable Upgrade 


$ 350,000.00 


Central Services HVAC Upgrade 


$ 550,000.00 


Central Services Exterior Waterproofing & Repairs 


$ 4,900,000.00 


Central Services Replace Grease Pits 


$ 180,000.00 


Total Pre-Planning Costs 


$12,780,000.00 




Total Costs $13,210,000.00 
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Relocation Scenarios: 

Size of relocated facility/New building costs 



GDrdell Hull and Gentral Services 


























PDStT3 
Occupancy 


Target Density 


Rentable SF 


QossSF 




Cordell Hull 


1,065 


250 


266,250 






Central Services 


66 


250 


16,500 






New Total Area 


1,131 




282,750 


311,025 














Total Project Budget 


311,025 








16-CM-12 
























Qty 


U/M 


Unit Cost 


Total 


Development Costs 


Land Acquisition 


14 


AC 


$ 500,000 


$ 7,000,000 


Shell Bulding Construction 


311,025 


SF 


$ 95 


$29,547,375 


Stework 


311,025 


SF 


$ 10 


$ 3,110,250 


Parking 




Spaces 


$ 3,000 


r$~ 


Developer Overhead/ Indirect Costs 


311,025 


SF 


$ 20 


$ 6,220,500 


3rd Party Fees 


311,025 


SF 


$ 12 


$ 3,732,300 


Developer Fee 


311,025 


SF 


$ 8 


$ 2,488,200 


Subtotal 








$52,098,625 




Developer Contingency 






5% 


$ 2,604,931 


Total Development Costs 








$54,703,556 












Interior Costs 




Soft Costs 


311,025 


SF 


$ 10.00 


$ 3,110,250 




Construction 


311,025 


SF 


$ 50.00 


$ 15,551,250 




3rd Party PM 


311,025 


SF 


$ 4.00 


$ 1,244,100 




FF&E 


311,025 


SF 


$ 


$ 


Subtotal 








$ 19,905,600 




Contingency 






10% 


$ 1,990,560 


Total 1 nterior Costs 








$21,896,160 


























Total Projected Cost 








$76,599,716 




Jones Lang 
LaSalle 1 



8 



- .v.:<i(".:i ii ki 

(I \ )|) 



Financial Analysis of Alternatives: 

NPV of results/Sensitivity analysis/20 year cash flow model 



120,000,000 
100,000,000 



80,000,000 

60,000,000 

Z 40,000,000 



20,000,000 



Cordell Hull and Central Services 
Net Present Value Cost Comparison at 4% 

$TT4T5 




I Status Quo 
I Lease 

Own New Building @ $250 
I Own New Building with Limestone exterior 
Sale Leaseback @ $250 



Cordell Hull and Central Services 
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Financial Analysis of Alternatives: 

NPV of results/Sensitivity analysis/20 year cash flow model 

NPV of Cordell Hull and Central Services Costs Given Discount Rates 

Between 0% and 10% Over 20 Years 

160,000,000 



140,000,000 



120,000,000 



0) 

— 100,000,000 

2 



<U 80,000,000 
0j 

im 

CL 

"g 60,000,000 



40,000,000 



20,000,000 




•Status Quo 
•Lease 

•New Building "A" 
■New building "B" 
Sale Leaseback 
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Discount Rate 
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Financial Analysis of Alternatives: 

NPV of results/Sensitivity analysis/20 year cash flow model 



NPV of Costs of a New Building for Cordell Hull and Central Services Over 
20 Years with Building Costs Between $175/Sq Ft and $235/Sq Ft For 
Building "A" and Costs Between $270/Sq Ft and $330 Sq Ft for Building 

"B" at a 4% Discount Rate 
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Financial Analysis of Alternatives: 

NPV of results/Sensitivity analysis/20 year cash flow model 
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NPV of Total Costs for Cordell Hull and Central Services at Lease Rates 
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Between $17/Sq Ft and $23/Sq Ft at a 4% Discount Rate 




Lease Costs/Sq Ft 



•Status Quo 
■Lease 

New Building "A" 
■New Building "B" 
Sale Leaseback 
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Financial Analysis of Alternatives: 

NPV of results/Sensitivity analysis/20 year cash flow model 



NPV of Total Costs for Cordell Hull and Central Services at Terminal 
Values Between 70% and 110% of Building Costs at 4 % Discount 
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Cash Flow Model 
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Cash Flow Model 

page 2 
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Additional Scenario - Cornell! Hull and Central Services- - Move to New Building "B" - Demolish Existing Buildings 
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